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SUMMARY 


Hurricane David struck the Dominican Republic on August 31, followed 
shortly thereafter by Tropical Storm Frederick. In their wake, 1380 
people were found dead, over 4000 injured and up to 200,000 homeless. 

A good portion of the country's agriculture, roads, bridges, electricity 
and water systems suffered serious damage. Overnight, an economy that 
was expected to grow in 1979 at a GDP rate twice that of 1978 was trans- 
formed into one that will have GDP decline by an estimated 2% this year. 
Preliminary Dominican Government loss estimates stand at $837 million. 


The Dominican Republic, however, has by no means been rendered pros- 
trate. Damages are not as great as initially feared. Substantial repairs 
have already been made and an ambitious reconstruction program is under- 
way. Even with the hurricanes, total exports in 1979 will be $100 million 
greater than last year and international assistance has essentially 
obviated the need for balance of payments borrowings this year. The next 
few years will be very difficult, but neither David nor Frederick was 

able to destroy the significant untapped potential that still exists in 
the Dominican economy. 


President Guzman has repeatedly stated that his Administration welcomes 
private foreign investment, which has assumed an even greater importance 
in the light of the hurricanes. Opportunities for US firms exist in the 


fields of agribusiness, tourism, export-oriented light manufacturing, 
construction, sales, mining and alternative energy sources. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Prospects. Prior to Hurricane David, the Dominican economy was 
expected to register a growth rate of arourd 5-6% this year, compared 
with 2.3% in 1978.* Preliminary estimates now indicate that GDP will 
decline by more than 2%. Exports are still estimated to show a 15% 
increase to $775 million. However, an estimated $140 million jump in 

the country's oil import bill will more than offset all of this increase. 
This greater petroleum bill plus added imports for foodstuffs and re- 
construction materials should result in a trade deficit of about $300 
million and a current accounts deficit of approximately $500 million. 
With the international assistance already received or promised for 1979, the 
country's international payments situation this year should be in 
balance. Led by the hefty price hikes for petroleum products, the rate 
of inflation is expected to increase at least 15% by year's end. 


Most of the damage caused by the hurricanes is not of a permanent nature. 
The industrial sector is expected to recover fully within the next 

several months. Short-term crop and poultry losses account for most of 
the estimated $292.0 million damages in the agricultural sector. The 
Government has already initiated programs to repair roads, bridges, 
aqueducts, schools, housing and the electricity system (see Construction). 
Repairing the electricity system, especially the hydroelectric projects 
and the generation and grid system west of Santo Domingo, will involve 
substantial international assistance. 


Next year, however, promises to remain difficult. Even if world oil 
prices stay the same and the Dominican Republic maintains the same level 
of oil imports next year as in 1979, the country's oil bill will rise to 
around $410 million, double that of 1978. Much will depend on the success 
of the reconstruction efforts and on world commodity prices for the 
Dominican Republic's major exports. 


Balance of Trade and Payments. In 1978, export earnings dropped to $675.5 
million. Prior to Hurricane David, DR exports were estimated to total 
$865 million in 1979, an increase of 28% over last year. Preliminary esti- 
mates now are that exports will reach $775 million, $90 million, less than 
anticipated but still greater than the 1978 total. Fortunatel¥ fining 
sector, which is enjoying a strong performance this year, escaped virtually 
untouched from Hurricane David. The greatest increase in export earnings 
is expected from ferronickel shipments. After a depressed situation last 
year, international nickel prices have been very strong in 1979. Asa 
result, Falconbridge Deminicana has geared up production, and export 
earnings for ferronickel are estimated to increase 60% to a record $120 


*The last Trends Report gave the 1978 GDP growth rate as 3.6%, which 
recently was revised downward by the Central Bank to 2.3%. 





million. Gold and silver earnings are also estimated at an all time high 
of $120 million as the world prices of these two minerals have soared. 
With production estimated to drop 27% this year, bauxite earnings are 
expected to decline by 20% to $17 million. 


Most of the 1979 sugar crop had been exported before August 31 and the 
Dominican Republic should be able to fulfill its quota allotment under 
the International Sugar Agreement (ISA) by drawing down stocks. Hence, 
earnings for sugar and sugar products should increase by about 9% to 
$240 million. This increase is partly due to an additional 100 thousand 
metric tons granted the Dominican Republic in its ISA quota allotment, 
and to a lesser extent to a slight increase in the average selling price 
of sugar to an estimated 8.8¢ in 1979. Since the tobacco crop had been 
harvested and put into storage prior to David, the estimate for tobacco 
earnings remains at $44 million, or slightly less than last year. 


Of the Dominican Republic's major exports, coffee suffered the greatest 
hurricane damage. Prior to David, earnings for coffee and coffee products 
were expected to increase 65% to $150 million. Latest estimates indicate 
that the 1979-80 coffee crop was damaged 20-25%. With a large portion 

of the road network destroyed in the coffee growing areas, the Dominican 
Republic willhave great difficulty exporting the new crop in the last 
three months of 1979. Thus, the original estimate of $150 million for 
exports of coffee and coffee products is being scaled down to $100 
million. Cocoa growing areas suffered less damage; the original esti- 
mate of export earnings for cocoa and cocoa products is being reduced 

only by $10 million to $80 million. In light of the anticipated food 
shortages caused by the hurricanes, exports of foodstuffs have been banned 
by the Government. Production facilities of light manufactured goods 
suffered serious damage and no significant exports are expected in this 
area for the rest of the year. Through August, exports other than gold, 
silver, nickel, bauxite, sugar, coffee, cocoa and tobacco were $51 million; 
this should remain the total for 1979. 


Total imports for 1978 were $859.2 million, a slight (1%) increase over 
the previous year. Leading imports were petroleum and petroleum products 
($199.0 million), machinery ($126.2 million), basic and processed metals 
($78.4 million), motor vehicles ($66.6 million), plastic and natural 
resins ($41.1 million), cereals ($39.6 million), paper and paper products 
($34.2 million), animal and vegetable oils ($30.8 million), pharmaceuti- 
cals ($28.8 million), and textile materials and products ($28.4 million). 


The pre-David estimate for the Dominican Republic's total 1979 imports 
was $1.035 billion, an increase of 20% over 1978. Almost all of this 
rise reflected an estimated $140 million surge in the country's oil 
import bill this year. In order to cover a food deficit brought about 
by Hurricane David and Tropical Storm Frederick, the Dominican Republic 
will probably have to import an additional $12-$15 million in foodstuffs 
before December 31, primarily chicken, beans, potatoes, onions, garlic, 
cod and tomato paste. Other imports for reconstruction plus the addi- 
tional $12-$15 million in foodstuffs will probably raise the Dominican 





Republic's total import bill to around $1,070 billion. Hence, the 

1979 trade deficit is now estimated at close to $300 million, compared 
with $185 million in 1978. As a result of this deterioration in the 
trade account, the country's current account deficit previously estimated 
at $375 million will grow to around $500 million. 


However, with the series of international loans, credits and donations 
following David, the Dominican Republic's overall 1979 balance of payments 
deficit of a little less than $50 million estimated before David has 

been essentially resolved. 


In 1978, the Dominican Republic exported $536.9 million worth of goods 

to the United States and, in turn, imported items valued at $473.2 
million. The United States is one of the few countries with which the 
Dominican Republic enjoys a trade surplus and remains by far the country's 
largest trading partner. 


The Dominican Republic continues to impose import restrictions in an 
effort to conserve scarce dollar resources. In April, President Guzman 
issued decrees prohibiting for two years the importation of automobiles 
with a FOB value of over $RD4,000 and suspending importation of a large 
list of consumer goods (see April 1978 Trends report). In May, the 
Dominican Congress approved the $185 million loan the Government negoti- 
ated last December with a consortium of international private banks, 
which has been used to cover the rest of last year's balance of payments 
deficit, to refinance existing Government guaranteed loans of the auto- 
nomous state agencies, as well as to provide these agencies with working 
capital. 


In 1978, the Dominican Republic had a debt-service ratio (defined as the 
percentage of exports of goods and nonfactor services needed to cover 
amortization and interest payments on the public and publicly guaranteed 
long-term debt repayable in foreign currency) of about 13%. The Central 
Government's current expenditures are now increasing at a rapid rate 
while capital expenditures are declining (see Fiscal Policy and Construc- 
tion). Sources of long-term concessional financing are being sought 

for continuing capital projects now underway and planned for the near 
future. The debt service ratio will thus probably increase somewhat in 
the intermediate to long-term. However, it is not anticipated that 

the increased debt service payments will be difficult for the country 

to finance over the next couple of years. During the first three months 
of 1979, the public external debt increased 7.4% to $886 million. The 
private sector debt increased during the same period by 3.4% to $444 
million. 


Fiscal Policy. For 1979 the Guzman Administration planned a $731.7 million 
balariced budget which anticipated government expenditures increasing by 9% 
and government revenues by 16%. During the first six months of this 

year, the budget actually registered an overall surplus of $104.5 million. 
This surplus, however, can be directly attributed to $75 million of the 
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$185 million eurodollar loan earmarked as working capital to the State 
autonomous agencies* (see Balance of Payments) which is included in the 
government's extraordinary income figures. Subtracting out the euro- 
dollar loan, ordinary revenues increased 7.6% during this period compared 
with the first six months of last year, with most of the increase coming 
from a 26% rise in the collection of personal income taxes. 


During the first six months of 1979, overall government expenditures in- 
creased by 25%. Leading the way was a 30% rise in current expenditures 
resulting chiefly from a rise in government salary outlays (see Income 
Distribution, Wages and Employment). During the summer, the Government 
decreed subsidies for around 27,000 public taxi drivers which will add 
approximately $6 million to this year's budget expenditures. 


As a result of the hurricanes, Government expenditures during the rest 

of the year will increase substantially. President Guzman has already 
announced a $114 million emergency program for the September-December 

1979 period for reconstruction of damages in the areas of electricity, 
water, communication, housing, health, and agriculture. The shortfall 

in coffee and cocoa exports (see Balance of Payments) on the other hand, 
will lead to lower import tax receipts and thus a drop in current reve- 
nues. Hence, the budget gap by the year's end could well reach $50 million. 


Monetary Policy. From December 1979 to May 1979, the money supply (Ml- 
currency and coins in circulation and demand deposits) dropped 17% from 
$604.5 million to $498.8 million. This decrease resulted essentially from 
the Central Bank's decision to pursue a tight monetary policy during the 
first half of this year pending disbursement of the $75 million out of 
the $185 million Eurodollar loan (see Balance of Trade and Payments) 
destined for working capital for the autonomous state agencies. In June, 
these funds entered the official money supply figures of the Central Bank 
as Ml rose from$498.8 million to $601.2 million, but it was not until 
July that these monies were actually dispersed to the autonomous state 
agencies. 


In order to aid reconstruction efforts, the Central Bank has set up a 

$50.0 million "Fund for Agricultural and Industrial Recuperation". The 
monies will be managed by the Central Bank's Investment Fund for Economic 
Development (FIDE) and will be opened to all damaged enterprises. The 
Central Bank's Monetary Board also authorized a one month deferral on 
principal and interest payments on all FIDE loans, and announced that 

banks would not be fined for legal reserve shortfalls caused by extra- 
ordinary deposit losses through the end of the year. The Dominican 
Congress passed and President Guzman signed a bill authorizing the issuance 
of $50 million in bonds to be used for funding reconstruction projects. 


*The other $110 million was used to pay off and refinance part of the 
Government's foreign debt. 





8 


However, cognizant of inflationary pressures that have arisen from recon- 
struction efforts in other Latin American countries struck by disasters, 

the Central Bank intends to follow a cautious monetary policy in the up- 

coming months. 


In an effort to direct money to priority sectors of the economy, the 
Central Bank has preferential rediscount rates for loans made to agricul- 
ture, import substitution industries and export industries. The Central 
Bank also varies the legal reserve requirements to favor loans made to 
these sectors. 


Parallel Market. While the peso remains officially pegged at the 1947 
rate of RD$1=US$1, the "parallel" market for foreign exchange operates 
freely and with semi-official approval by the Government. In January of 
this year, President Guzman proposed that the Congress regularize and 
expand this two-tier exchange system, by asking that certain non-tradi- 
tional exports, remittances from Dominicans living abroad and tourist 
earnings be placed officially on the parallel market. Under this bill, 
commercial banks would also be allowed to participate in the parallel 
market. As of this writing, the bill still has not been voted on by Con- 
gress. However, this spring, the Central Bank took an important step in 
further institutionalizing the parallel market, when it published a list 
of merchandise imports worth $48.6 million in 1978 that no longer would 
be eligible to receive official foreign exchange and hence would have to 
be imported through the parallel market. The most significant items in 
this list were trucks and jeeps (valued at $16.1 million in 1978). 


At present, between 40% and 45% of all of the Dominican Republic inter- 
national transactions are financed through the parallel market, including 
all imported consumer goods and Dominican tourist expenditures abroad. 

The market is currently conservatively estimated at $350-$450 million. 

In the first eight months of 1979, the rate on the selling side in dollars 
averaged 1.25 or 2% lower than during the same period in 1978. In September 
the rate dipped below 1.20 reflecting an increased supply of dollars, 

caused in part by remittances of Dominicans residing abroad to their rela- 
tives in the Dominican Republic after Hurricane David. 


Profits generated by foreign capital registered with the Central Bank 

(and not in excess of 18% of registered capital) may be remitted at the 
official rate. Conversions for letters of credit and collections are nor- 
mally made within four to five weeks. Conversions for the repatriation 

of profits generally take 30 to 90 days. 


Inflation. Mainly as a result of a bumper agricultural year and stable 
prices for energy, the Dominican Republic's inflation rate in 1978 dropped 
to 3.6%. Circumstances this year have not been as favorable. Hence 

the inflation rate in 1979 is estimated to increase to more than 15% by 
the year's end, slightly higher than the country's 1974-1977 average of 
13.9%. World petroleum prices are placing the greatest upward pressure 
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on the price index, Already this year, the Goyernment has raised the price 
of gasoline by 87% to $1.85 a gallon and the prices of other petroleum 
products by lesser though significant amounts. In April, cement prices 
were upped 28% and electricity rates were increased by an ayerage 22% for 
the domestic sector, 16% for the commercial sector, 13% for large indus- 
tries and 11.5% for small industries. Due to last year's outbreak of 
African swine fever on the island, meat prices have increased substantially 
as demand has shifted away from pork to beef and chicken. Ocean freight 
rates have also gone up (see Maritime.) Temporary food shortages caused 


by David will put further upward pressure on the Dominican Consumer Price 
Index. 


Investment Climate. Despite President Guzman's repeated statements that 
both domestic and foreign investment is important for the country's economy, 
new investment during the President's first year in office has remained 
sluggish. One of the main problems facing the investor is that the Guzman 
Administration has yet to see implemented the main components of its 
economic program. Draft legislation is either still being studied by the 
Congress (Parallel Market Law and Agribusiness Law) or has not yet been 
submitted to Congress (Export Promotion Law, Mining Law, and Modified 
Industrial Promotion Law.) As such, the domestic or foreign investor 

lacks the rules of the game upon which to make a decision. 


The investor is also waiting to see how the Government will clarify the 
Foreign Investment Law, which was passed by the last Congress and signed 


by former President Balaguer just before leaving office inthe summer of 
1978. Under this law, existing foreign investments in controlled sectors 
do not have to divest, but all existing foreign investment are subject 

to the reinvestment regulations established. In addition, the law stipu- 
lates that profits in excess of those currently allowable for repatria- 
tion (18% of foreign investment's registered capital per annum) may be 
reinvested in.the country via loans to export-oriented business in agri- 
business or tourism. Profits derived from this may be repatriated at 
official rates. While the overall thrust of the law was not designed 

to inhibit foreign investment, certain technical aspects of the law have 
been recognized as being potentially confusing to new investors. 


In his first speech after assuming office, President Guzman stated that 
the new law would be modified, but this has not been done yet. 


The new contract between the gold and silver mining firm Rosario Dominicana 
and the Dominican Government, which incorporates a sliding scale tax on 

net earnings before taxes when the price of gold surpasses $150 an ounce, 
became effective in the middle of February. As a result of this contract 
and higher world gold and silver prices,the Dominican Republic's income 
from taxes and a minority participation in Rosario Dominicana is expected 
this year to increase by more than 50% to $55 million. After a lean year 
in 1978, Falconbridge has rehired 400 laid-off employees and put back 

into operation an electric melting furnace line shut down last year in 
order to increase production and take advantage of significantly higher 





10 


world nickel prices. In July, the Government and Alcoa decided to post- 
pone until this fall negotiations on the renewal of the firm's contract 

for the bauxite concession in Cabo Rojo in the southwestern part of the 
country. All three mining companies have made significant contributions 

to the post David reconstruction efforts. In July, the Government also 
signed a service contract with the Spanish firm S. A. Hullera Vasco-Leonesa 
for exploration and exploitation of the mining concession "El. Yujo" near 
Jarabocoa in the central Highlands, which is known for its copper deposits. 
All four of the consortia (two of which involve U. S. firms) granted petro- 
leum exploration concession continue to work in the field. 


Income Distribution, Wages and Employment. Typical of most developing 
countries, income distribution in the Dominican Republic demonstrates a 


skewed pattern, with the lower 50% of the population earning 18.5% of 
total income, while the upper 10% earns 38.5%. During its first year in 
office, the Guzman administration adopted a series of measures favoring 
income redistribution. The minimum wage for government employees and 

for workers in firms with capital of more than $10,000 was raised 56% to 
$125 a month. All other government workers earning less than $300 a 
month were granted a 10% salary increase, and civil service retirement 
pensions were raised. In addition, the daily minimum wage of $2.50 in 
the countryside was raised to $3.50. The population, which is estimated 
to reach 5.4 million by the year's end, continues to grow at a relatively 
rapid rate of 2.7%. The capital Santo Domingo and (to a lesser extent) 
Santiago in the interior generate an important share of National Income, 
and support a sizeable and growing middle class. The labor force is com- 
prised of approximately 1.4 million workers, of which an estimated 8-10% 
are members of organized unions. In the capital, it is estimated 

that about 24% of the population is unemployed and that underemployment 
measured in units of unemployment yields an added 28% unemployment rate 
for a total of approximately 50% of the economically active population. 
Hurricane David has aggravated this unemployment situation. Recognizing 
the magnitude of this loss of human resources, the Government has declared 
the creation of employment to be ‘one of its highest priorities, with 
special emphasis directed toward rural employment. 


Industrial Free Zones. In 1978 the three Dominican Industrial Free Zones, 
where materials are brought in duty-free, processed by local labor and re- 
exported duty-free, registered exports of $82.1 million, an increase of 
13% over the previous year. The three zones, located at La Romana, 
Santiago and San Pedro de Macoris, employ over 14,000 Dominicans. The 
zones were not damaged by HurricaneDavid. 


In August, the Dominican Republic reached a textile agreement with the 

United States which will permit continued growth at non-disruptive rates 

over the next four years for DR exports to the United States of man-made fiber 
brassieres, cotton shirts (not knit), cotton nightwear, and man-made fiber 
shirts and blouses for women, girls and infants. Almost all of the pro- 
duction of these items takes place in the free zone. 
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The Dominican Government's National Council for Industrial Free Zones 

is in charge of coordinating the zones' promotion, operation and deyelop- 
ment. The Council is headed by the Secretary of Industry and Commerce 

and includes the Secretary of Finance, Secretary of Labor, and the General 
Director of the Industrial Development Corporation (FOMENTO). Dominican 
law grants a 15-year tax holiday on operations in the zone. Under special 
circumstances, a firm outside the established zones may qualify for 

these benefits. 


Maritime. In early 1977 the Dominican Republic declared a 200-mile "ex- 
clusive economic zone." Negotiations with the United States on a Maritime 
Boundary/Fisheries Agreement initiated in fall 1977 were postponed the 
following spring and have not yet been resumed. Last spring, the Atlantic, 
Gulf and Santo Domingo Conferences which cover shipping lines to the US 
and Puerto Rico announced freight hikes averaging 8-10%Z, the Association 
of West Indies Transatlantic Steamship Lines covering European routes 
announced freight hikes averaging 14%, and shipping lines to the Far East 
announced freight hikes of 6.75%. These rate hikes affected only confer- 
ence carriers; nonconference carriers, which have a significant share of 
the market, offer substantial discounts. However, due to OPEC's decision 
to raise markedly world petroleum prices this year, shipping rates will 
be increasing by an additional 5-102. 


In May the newly created Dominican Port Authority took over control of 
the commercial Port of Haina, which is situated on the capital's western 
outskirts. The Government recently called for bids on construction of 
marine structures for the Port of Haina, thus commencing the first stage 
of the port's expansion and modernization. During Hurricane David, the 
Port of Haina suffered significant damage. Funds for repairs will be 
coming from the Inter-American Development Bank loan being used for the 
port's expansion and modernization. The Government is expected soon to 
submit the enabling legislation to Congress which will bring into force 
its Cargo Reserve Law 180. Under the law, 40% of commercial import/export 
cargo is reserved for national vessels. This figure increases to 50% 
for exonerated cargo and to 60% for state cargo. 


Tourism. After registering only modest growth last year, tourism in the 
Dominican Republic showed strong gains during the first half of 1979. 
From January to May, the:number of tourists (foreigners and Dominicans 
residing abroad) increased to 249,774, a gain of 25.6% over the same 
period during the previous year. Arrivals by cruise ships have been 

the main engine of growth, increasing by 45.2% to 105,018, while arrivals 
by air have gone up 14.3% to 144.756. 


Hurricane David struck the Dominican Republic during the country's low 
season in tourism. Hotels in Santo Domingo suffered some damage but all 
are expected to be ready for the high season that begins in December. The 
loss. in tourist revenues for the months of September, October and 
November is estimated at $10 million. Even before Hurricane David, the 
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growth rate in tourist arrivals was expected to lessen somewhat, though 
August estimates for the year as a whole showed healthy gains. 


As mentioned in the last Trends report, an airlines bottleneck in the 
peak season has been a problem. For example from January to March 1979, 
the number of foreigners arriving by air increased by only 1% over the 
previous year. The airlines bottleneck will be alleviated to some extent 
by Eastern's new daily direct flight from Miami. However, the Govern- 
ment realizes that more must be done and is presently working on ways to 
open up further the North American markets. A tourist office recently 


opened in Frankfurt, Germany to tap the European markets as well. 


Sheraton and Gulf & Western operate first-class hotels in Santo Domingo. 
Gulf & Western also maintains a resort complex in La Romana. Nearby is 
Dominicus Americanus, another US-owned resort. With the scheduled in- 
auguration this fall of the new international airport next to Puerta Plata, 
the main infrastructure for the north coast tourist will be completed. 
INFRATUR, the Central Bank's Tourist Development Agency is moving forward 
on other facets of the project, which is to be promoted under the head- 
ing "The World's Next Great Resort Destination." The golf villas at 

Playa Dorada, which have been sold to a group of Dominican and American 
investors, should open in December under the management of Jack Tarr 

Hotels of Texas. INFRATUR is in the final stages of negotiating a second 
$25 million project loan with the World Bank, the proceeds of which are 

to be used as part of a $68 million line of credit for tourist accommoda- 
tions and tourist services at Playa Dorada, Playa Grande and Puerto Plata. 
Construction progresses on the $12 million Club Med project in Punta Cana 
on the eastern tip of the island and the 360-room hotel complex is 
scheduled to be completed in August 1980. 


Construction. Unlike in past years when the public sector accounted for 
the lion's share of activity in the construction sector during the first 
half of 1979, it was the private sector that was the engine of growth 

to the extent that the old 60/40 construction spending ratio in favor of 
the public sector was reversing in favor of the private sector. In the 
first five months of 1979, Government outlays for construction were running 
at a rate, that if maintained through December, would have resulted in 
total government spending for construction being less than half that of 
1978. Prior to David, Government activity had continued on some of the 
old projects, but except for the building of rural clinics and secondary 
roads, no new major projects had been initiated. 


Hurricane David, however, has changed significantly Mohstraction outlook 
for this year and next year. The $114 million short-term reconstruction 
program announced by President Guzman (see Fiscal Policy) will involve 
substantial Government outlays for construction. Fifty-two bridges were 
either totally or partially destroyed and it will take 2 to 6 months to 
repair them at a cost of $10 million. Road damage is also estimated at 
$10 million, with 2500 kilometers of secondary roads seriously affected. 
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Funds for reconstruction will be coming from a recently signed $10 million 
loan from USAID and from supplemental funds from an IDB loan. In the housing 
sector, the Government is becoming involved through its National Housing 
Commission in low-cost housing to replace damaged units. Over the last 

three months of 1979 the Dominican Electricity Corporation (CDE) will 

receive an additional $25.9 million in reconstruction funds to repair the 
severely damaged national electricity system. During this time period, 

$5.1 million in reconstruction funds will be allocated to the three state 
water and sewage corporations for major repairs. In addition, the Secre- 
tariat of Education will receive $7 million, primarily for the reconstruction 
of schools. 


Implications for the US. Relations between the United States and the Dom- 
inican Republic remain excellent in all areas. The US played a major 

part in relief efforts following the passage of Hurricanes David and Frederick, 
and will play a continuing role in the extensive reconstruction effort. The 
United States is the Dominican Republic's major trading partner, and American 
products compete successfully in the Dominican market place. U.S. goods 

are prized for quality, durability, rapid delivery, good follow-up servicing 
and easy accessibility to spare parts. 


In the coming year, hurricane relief and reconstruction efforts will lead 
to strong short-term demand for building materials and supplies, electrical 
transmission equipment, and diesel generators for industrial and home use 
(generally those under 10 kw). In addition, Dominican government programs 
to expand electrical output, create new irrigation works, promote agricul- 
tural development, and restructure the public transportation system provide 
favorable medium term sales opportunities in energy systems, construction 
equipment, agricultural machinery and equipment, and buses. The tourism 
sector will continue to grow, creating the need for hotel and restaurant 
equipment and supplies. Other opportunities exist for trucks, trailers, 
business equipment and systems, metalworking and finishing equipment, and 
health care equipment and instrumentation. 
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